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Balance of Payments-
Foreign Dollar Receipts Maintained 

Ti LHE principal feature of the transactions between the 
United States and foreign countries during the final 
quarter of 1953 was the continued rise in foreign gold and 
dollar holdings. United States payments to foreign coun
tries have exceeded receipts without interruption since the 
second quarter of 1952 with a resulting addition of approxi
mately $3.9 bUlion to foreign gold and long and short term 
doUar assets. Liquid dollar assets alone plus gold held by 
foreign countries (excluding the Soviet bloc and interna
tional institutions) amounted to about $23 bUlion by the 
end of 1953—about $2.5 biUion more than at the beginning 
of that year. About $2.1 bUlion of that increase resulted 
from transactions with the United States. 

Rise in foreign reserves 

The net payments of nearly $400 miUion in gold and 
dollars to foreign countries during the fourth quarter were 
approximately $350 million less than during the previous 
quarter. This decline, however, was largely seasonal and 
does not in itself indicate a basic change in the balance of 
our international transactions. In fact, the decline in net 
payments to foreign countries was about the same as during 
the same period in 1952 and the absolute amount of the 
net payments in both the third and fourth quarters of 1953 
was also about equal to the previous year's. Partial data 
for the first two months of the current year indicate that 
the rise in foreign dollar holdings continued. 

Major seasonal influences during the fourth quarter which 
raised net United States receipts above, or reduced net 
United States payments below, the annual average included 
larger receipts of interest and amortization, and lower 
tourist expenditures. During the thii-d quarter, the same 
types of transactions resulted in net payments above the 
annual average. 

Foreign dollar receipts unchanged 

The decline in business activity in the United States had 
several largely offsetting efl'ects upon the balance of pay
ments. Merchandise imports into the United States fell 
about $100 mUlion below the value during the third quarter, 
although during most postwar years imports rose slightly 
during tliis season. The decline in foreign dollar receipts 
from lower sales to the United States was offset, however, 
by a change in the movement of private portfolio capital 
from an inflow of over $110 million to an outflow of $90 
miUion. 

This reversal may—at least in part—be attributed to the 
loosening up of the capital market which favored the flota
tion of new security issues in the United States by Canada 
and the International Bank. The liigher interest rates of 
the previous quarter had lowered bond prices and conse-
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quently induced repayments of foreign loans and a post
ponement of new issues. Inflows of portfolio capital, from 
Europe continued, however, reflecting the greater avaU
abUity of domestic capital as well as doUars in some European 
countries. That inflow resulted from the repayment of 
banlc loans as weU as the purchases of a large portion of the 
newly issued bonds of the International Bank. 

Short term U. S. capital movements also changed in favor 
of foreign countries. Net outflows to aU countries, except 
Brazil, rose from the third to the fourth, quarter by about 
$150 million. Commercial claims on Brazil were reduced 
with the help of the $300 miUion loan previously provided 
for that purpose by the Export-Import Bank. 

Taking the renewed private capital outflows into account, 
total foreign doUar receipts from "commercial" transactions^ 
(see chart) during the fourth quarter about equaled those 
during the third, although tourist expenditures including 
fares declined seasonaUy hy about $250 miUion. MUitary 
expenditures rose from $685 million during the third quarter 
(revised) to $744 miUion during the fourth. The net outflow 
of funds on Government grants and capital (excluding aid in 
the form of mUitary end items) dropped from about $560 
million to about $425 mUlion. The total of foreign dollar 
receipts both from private and these Government sources 
remained substantially unchanged from the preceding 
quarter, and was also the same as during the fourth quarter 
of 1952. • 

Imports from sterling area stable 

Dollar receipts of the sterling area from the sale of goods 
and services to the United States and from private loans and 
investments remained unchanged from the third quarter ex'-
cept for the seasonal decline in United States tourist expendi
tures. United States merchandise imports from the British 
dependencies as well as the independent countries of the 
non-European sterling area were apparently less vulnerable 
to the change in domestic business conditions than the'drop 
from the second to the third quarter suggested. In part, the 
large drop in imports from the second to the third quarter 
was due to seasonal factors. Another factor contributing 
to the stabilization of import values was the slowdown in 
price declines of several important sterling area products. 

Merchandise imports from continental Europe increased 
slightly from the third to the fourth quarter as imports of 
steel miU products which rose rapidly after the 1952 steel 
strike were replaced by imports of miscellaneous manufac
tures. 

MiUtary expenditures in Western Europe and the depend
encies rose from $308 miUion to $372 million, partly because 
of rising deliveries on offshore procurement contracts and 
partly because of higher construction expenditures. 

1. "Commorclal" transactions as used In this connection Includo all purchases ol goods 
and services except those by tho military forces, private U. S. capital movoments, private 
remittances, Qovemment pensions and similar transfer payments, and errors and omissions 
"Commorclal" exports of goods and services Include all exports excopt those of military 
ond Itoras financed by Qovornment military aid programs. 
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Imports from Canada rose considerably less from the third 
to the fourth quarter of 1954 than during other recent years, 
and a decline in imports from Latin America exceeded the 
seasonal reduction in sugar imports. Lower shipments of 
copper and wool were responsible for the change. "The recent 
rise in coffee and cocoa prices, which would tend to offset the 
decline in demand for other imports from Latin America, had 
not yet affected the unit values of these products arriving 
here during the fourth quarter. It may be expected, how
ever, that the higher prices will raise foreign doUar receipts 
by a' substantial amount, even if reduced supphes affect the 
volume of imports. 

Exports up 

Exports of goods and services excluding those transferred 
under military aid programs rose by about $320 mUlion, about 
$100 million less than from the third to the fourth quarter of 
1952. 'The rise includes the seasonal increase in incomes on 
investments, which is partly offset, however, by the seasonal 
decline in foreign tourist expenditures in the United States. 
Income on private investments during the last 6 months of 
1953 was, however, about 6 percent Tower than during the 
corresponding period of 1952. This decline is in part con
nected with, and represents a partial offset to the decline in 
the value of imports. 

Adjusted merchandise exports other than those under 
mUitary aid programs rose by about $260 million. This rise 

was about $70 million less than during the corresponding 
period of 1952. During that year the rise was accentuated, 
however, by the increase in production after the termination 
of the steel strike. If allowance were made for shipments 
during the fourth quarter of 1952 which were postponed by 
the strike, the rise in exports from the third to the fourth 
quarter of 1953 may be considered to be actually higher 
than in the previous year. 

Although the improved dollar position permitted several 
foreign countries to relax restrictions against imports from 
the United States, the advance over the third quarter is not 
necessarily due to any change in longer run trends. It may 
have arisen from strictly temporary factors, such as speeded 
up deliveries facilitated by the reduced domestic demand, 
and, of course, seasonal factoi-s, which raised exports of cotton 
and tobacco. Tobacco exports were also increased by Gov
ernment sales under the program for the disposal of surplus 
agricultural commodities for foreign currencies. Caution in 
interpreting the upturn in exports is also indicated by re
ports of declining export ordere and the very sharp decline 
in nonmilitary exports from December to January. 

Shipments to Latin America increase 

Merchandise exports to Latin America started to recover 
some in the fourth quarter after a decline which extended 
back to the first half of 1952. The rise was most prominent 
in the exports to A'lexico and Venezuela, but was noticeable 
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also in the case of Cuba, Brazil, Colombia and Chile. For 
some countries, such as Mexico and Cuba, the rise in United 
States exports reflects in part the completion of inventory 
adjustments of local importers. The decline in the demand 
for non-ferrous metals produced in that area apparently had 
not yet affected the demand for United States exports. 
However, the rise in exports to Latin America other than 
Brazil was facilitated by an $80 million rise in short-term 
credits largely by United States banks. Recorded net re
payments of short-term commercial credits by Brazil in the 
last quarter of 1953 amounted to $146 million. 

The rise in non-military merchandise exports to Western 
Europe appears to have been largely seasonal. The export 
value during the fom-th quarter of 1953 was nearly equal to 
that in the last quarter of 1952. Exports to Canada dropped 
off in contrast to substantial increases from the third to the 
fourth quarter during the three preceding years. This 

development may reflect the decline in Canadian industrial 
production and farm incomes during the lasl months of the 
year. * 

Europe improves dollar position, 
Official and banldng dollar assets (including United States 

Government securities) held by the United Eangdom de- ^ 
clined during the fourth quarter by $186 million without 
offsetting gold purchases in the United States, the first 
decline for these items since the first quarter of 1952. Trans- 4 
actions by the sterling area with other countries, however, 
compensated for these losses in United States dollar balances 
since the British official reserves, which include gold, U. S. 
and Canadian balances, increased during the same period <* 
by $32 million. 

Transactions of the sterling area with the United States '• 
duiing the fourth quarter were in virtual balance, although . 
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they included the annual payments of about $140 million on 
the British loan of 1946 and other credits. This represents 

'• practicaUy no change from the fourth quarter of 1952 when 
the transactions with the sterling area were also in balance. 
The decline in reserve accumulations by the sterling area 
from $160 million in the fourth quarter of 1952 to $32 
million in the fourth quarter of 1953 was due, therefore, 
almost entirely to changes in transactions with countries 
other than the United States. 

> Gold and dollar holdings of continental Western Europe 
continued to increase at about the same rate as during the 
tlui'd quarter. Again the rise was distributed among a large 
number of coimtries, including Germany, Italy, France, 

' Austria, and Greece. 
Canadian dollar assets rose faster than during the third 

quarter. The increased supply of U. S. dollars was also 
^ permitted to raise the exchange rate of the Canadian dollar. 

The shift in the movement of portfolio capital apparently was 
the main reason for the strength of the Canadian exchange 
situation during the late months of last year which continued 
during the first months of the current year. 

Drawings on Latin American dollar reserves are accounted 
for by Cuba and BrazU.' The decline in Cuban dollar hold
ings is partly seasonal but may also reflect renewed demands 
for imports. Brazilian holdings declined as funds previously 
obtained from the Export-Import Bank for the payment of 
overdue claims of United States exporters were utilized for 
that purpose. 

The only other major change in foreign dollar holdings dur
ing the fourth quarter was the decline in Japanese doUar 
assets. This resulted partly from the use of doUars to set
tle a deficit with the sterling area. U. S. military expendi
tures in Japan did not decline after the conclusion of the 
Korean armistice but relatively smaU rice harvests neces-
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9 

-31 

-31 

- 7 4 

-74 

-11 
2 

147 
W 

- 1 

130 

-41 

Year 

1,030 
234 

36 

214 
26 

302 
105 

2,547 

1,816 
247 
124 

182 
203 

131 
10 

2,712 

- 1 6 5 

-86 

- 4 0 1 
- 8 

- 4 9 7 

- 1 2 2 
76 

- 3 6 

3 
- 7 

- 8 8 

30 
62 

- 6 6 
26 

482 

534 

216 

I 

440 
60 

7 

63 
R 

70 

614 

474 
67 

47 
60 

33 
2 

686 

-42 

-24 

- 1 0 0 
- 2 

- 1 2 6 

- 3 0 
14 

- 0 

- 1 2 
- 6 

- 4 0 

7 
28 

- 6 1 
40 

320 

363 

- 1 4 5 

Total 

II 

363 
6^ 
10 

64 
6 

84 
10 

585 

404 
GO 
38 

46 
63 

36 
2 

736 

- 1 5 1 

-20 

- 8 3 
- 4 

- 1 0 7 

- 2 0 
21 
10 

- 1 0 
1 

8 

10 
- 4 

170 
- 1 7 

41 

209 

41 

Sterling area 

IU' 

389 
59 
11 

63 
7 

68 
1 

588 

426 
68 
46 

46 
52 

32 
3 

671 

-83 

-22 

(') 
- 1 3 1 

- 1 

- 1 6 4 

- 4 1 
10 

- 1 2 

- 1 1 
4 

- 4 1 

11 
10 

- 1 9 
3 

121 

132 

146 

IVP 

437 
66 
7 

64 

n 
76 
04 

730 

421 
63 
18 

46 
48 

31 
3 

619 

111 

-19 

- 9 0 
- 1 

- 1 1 0 

- 3 1 
21 

- 3 4 

30 
- 6 

- 1 5 

2 
22 

- 1 7 4 
- 0 

« 
- 1 0 0 

173 

Yeor 

694 
140 
16 

164 
14 

108 
03 

1,127 

616 
204 

67 

176 
138 

120 
10 

1,331 

- 2 0 4 

-30 

- 2 8 6 
- 4 

- 3 2 5 

0 
30 

- 3 0 

66 
- 1 6 

44 

30 
02 

- 1 2 7 
45 

480 

489 

- 4 

2 

United Kingdom 

I 

164 
34 
3 

40 
4 

27 

271 

149 
45 

6 

44 
33 

32 
2 

310 

-39 

- 0 

- 8 8 
- 1 

-98 

W 
3 

- 8 

1 
- 7 

- 1 2 

7 
28 

- 8 3 
63 

320 

326 

- 1 7 6 

II 

137 
37 
4 

42 
2 

34 
4 

260 

160 
00 
19 

44 
36 

34 
2 

355 

-95 

- 9 

- 6 4 
- 1 

-74 

11 
21 
16 

1 
- 1 

47 

10 
- 4 

166 
- 8 

40 

102 

-70 

ni ' 

128 
SO 

5 

41 
4 

24 

238 

167 
67 
26 

44 
SO 

32 
3 

355 

- 1 1 7 

- 9 

- 8 4 
- 1 

-94 

- 1 
- 1 6 

w 
1 

- 1 5 

11 
10 

- 1 1 
4 

120 

140 

86 

rvp 

165 
33 
3 

41 
4 

23 
89 

353 

160 
42 
7 

44 
34 

31 
3 

311 

47 

- 0 

(') 
- 4 9 
- 1 

-59 

- 2 
13 

- 3 2 

63 
- 8 

24 

2 
22 

- 1 8 8 
- 4 

(») 
- 1 6 8 
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^ ^ ' t e , . ^ ' ^ ' .•??"?!" ^"^ 'Of February 1063, published by tho Bureau ot tbe Consus. for "oU areas": 1-620; U-627; m-711; IV-117; year-1,976 
3. Military aid to the stcrltag-area countries is not shown separately. „ TT a •,.. ^ .. r,-, /-.m .x. I separately, 

r NOTE.—Net foreign investment equals balance on goods, services, and unilateral transfers 
Source: U. S. Department of Commerce, Ofllco of Business Economics. 
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sitated increased purchases of foodstuft's from the United 
States. 

Military purchases fill commercial gap 

The accompanying chart has been designed to bring out the 
basic changes in the United States balance of payments since 
the war.* It shows the extent to which foreign countries 
could meet their expenditures in the United States through 
dollar receipts from commercial transactions and the extent 
to which they depended upon military expenditures or grants 
and loans by the United States Government. The difference 
between total foreign dollar receipts and expenditures indi
cates the change in foreign gold and dollar assets which had ' 
to be used to supplement foreign dollar receipts from 1946 to 
1949 and could be accumulated by foreign countries since 
then. 

The excess of foreign dollar receipts over expenditures and 
the consequent rise in foreign gold and dollar holdings since 
1950 was facilitateql by Government transactions, i.e., mili
tary expenditures as well as grants and loans. Government 
expenditures, even omitting those for militaiy end items 
delivered under aid programs, amounted to about $4.6 
billion during the year 1953, more than in anj' year since 1949. 

The importance of the United States Government as a 
source of foreign dollar receipts raises the question of the 
extent to which' the rise in foreign reserves indicates the 
restoration of the capacity of foreign economies to meet their 
demand for foreign exchange through exports and tlu-ough 
their ability to attract external credit. Although there can 
be little doubt of the fundamental improvement in Europe 
nnd other countries, some additional guidance in answering 
that question may be provided by an analysis of the balance 
of payments. 

Military aid in the form of military end items is necessi
tated by special circumstances and the rising need for such 
aid by foreign countries may not be considered entirely an 
indication of corresponding changes in their basic economic 
situation. 

Other grants and loans are usually considered to meet the 
civilian needs of the foreign economies. The distinction 
between aid in the form of military end items and other 
grants and loans is, however, not so sharp as the figures sug
gest because some grants were given to purchase equipment 
or raw materials needed in the production of militaiy goods 
or to provide the revenue to meet mUitary expenditures. In 
any case, Government grants and loans result in a net in-

2. Government grunts ond loons for tho years 1040-48 exclude the capital subscription to 
the International Bonk and the Intcrnatlonol Monetary Fund but Includo net dollar disburse-, 
ments by these ogenclos. For all other ycors these International Institutions nre treated as 
foreign entitles as In table 1. 

crease of the resources available to foreign countries. The ^ 
chart indicates, however, that with the exception of military 
end items, foreign countries as a whole have been able smce*'' 
the third quarter of 1952 to meet their requirements from 
their OAvn resources and to add the dollar equivalent of these ' 
grants and loans to their reserves. , 

Military expenditures, in principle, do not provide a net ^ 
addition to the real resources of foreign countries but repre
sent a purchase of goods and services produced there. Al
though military expenditures are, therefore, similar to, and< 
part of, other purchases of goods and services, in some 
instances the borderline with grants is rather fluid. This is ,. 
the case particularly where military equipment is purchased 
and transferred back to the same country as military aid, or * 
other expenditures are incurred abroad for the partial benoflt 
of foreign countries. (Offshore procurement for retransfer to -^ 
other countries is treated in the balance of payments as two.^ 
transactions. The fu-st represents a United States purchase 
resulting in a rise in foreign dollar balances; the second 
consists of an "export" of these goods to foreign countries 
matched by an equal amount in Government unilateral A 
transfers.) The chart indicates that most of the dollars 
derived by foreign countries from these expenditures were • 
needed to pay for foreign purchases here. 

A decline in United States military expenditures, however,^' 
would not necessarily exert a corresponding pressure upon 
foreign countries to tighten again the restrictions on their ' 
purchases here, or to draw upon their reserves. The reduc- ^ 
lion in United States military expenditures abroad, and even 
more so a reduction of military expenditures by foreign , 
countries themselves, would set free economic resom-ces 
which could be used to meet a larger portion of the aggregate< J 
foreign demand, thus displacing purchases from the United 
States, or to increase sales in this country. The necessary 
changes in productive facUities would require new invest
ments, however, and some time may elapse before the 
ad.iustments could be completed. î  

But regardless of this, military expenditures are likely to i 
rise in the near future. Total oft'shore procurement contracts J 
amounted to about $2.2 billion by the end of 1953. Total | 
payments against these contracts at the same time worcM 
about $375 million, including $300 mUlion during the last 
year. Deliveries are expected to rise rapidly during the • 
current year, and the corresponding payments wUl provide . 
an even stronger support to the foreign dollar position than 
last year. While this incl-eased support AVUI accrue mainly 
to Western Europe, and would directly beneflt those coun
tries, it may also have indirect beneficial effects upon otheri.; 
countries which might be influenced by a decline in com
mercial import demand in the United States. 

REVISED SERIES—Tin, Pig: Revised Data for Page S-33> 
[Long tons] 

Year and month 

1961 
Januory 
February 
March 
April 
Moy 
June 
July 
August 
September 
October 
November 
December 

Monthly average. 

Produc
tion 

3,671 
3,420 

• 3,490 
3,402 
3,433 
3, OOV 
2,707 
2,772 
2,426 
2,327 
2,070 
1,982 

i 2, 936 

Consumption 

Totol 

9,176 
7,380 
7,879 
7,611 
7,041 
7,264 
0,695 
7,060 
0,718 
7,087 
0,708 
0,202 

>7,347 

Primary 

5,064 
4,033 
4,821 
4,578 
4,076 
4,620 
4,330 
4,846 
4,674 
4,040 
4,206 
4,114 

3 4, 740 

Stocks, end of m 

Totol 

38, 707 
37,980 
.37,284 
35, 384 
34.310 
32, 098 
30, 023 
27,893 
26,412 
22, 937 
20, 373 
18,190 
30,108 

Govern
ment » 

17,611 
17,498 
18,151 
17,763 
18, 703 
18,105 
17, 012 
16, 500 
13, 507 
11,202 
8,308 
0,763 

15,070 

onth 

Indus
trlol. 

21,280 
20,488 
19,133 
17,031 
15, 620 
13, 093 
13, 011 
12, 393 
11, 846 
11,045 
12, 006 
11,437 
16,038 

Year nnd month 

1952 
January 
Februnry 
March 
April 
May 
Juno 
July: 
August 
September 
October 
November 
December 

Monthly overogc.. 

Produc
tion 

2,010 
2,021 
2,049 
2,021 
1,981 
1106 
U09 
'280 

2,680 
3.612 
4,210 
4,027 

> 2,122 

Consumption 

Totol Primary 

7,215 
0,864 
0,033 
0,203 
5,004 
3,410 
3,647 
0,347 
0,399 
7,201 
6,630 
0,605 

> 6. i>35 

4, 020 
4,310 
4,073 
3,094 
3,504 
1,396 
1,719 
4,198 
4,200 
4,709 
4,311 
4, 499 
3. 777 

Stocks, end of month 

Total 

14,741 
13,285 
18,258 
26,168 
33, 024 
20, 330 
31, 444 
25,363 
25,314 
24,840 
24,321 
25, 093 
24.089 

Govern
ment 2 

4,525 
3,617 
0,004 

14,868 
22,741 
16,004 
21,128 
10,611 
15,534 
14,266 
13,069 
13,265 
13.751 

Indus
trial 

10,216 
9,668 
9,264 
11,310 ., 
10, 283 r 
10,426 
10,316 
8,842' 
9,780 
10, 674 
10, 062 
12,728 
11). 338 

1. Compiled by tho U, S, Department of Interior, Bureau of Mines, 
2. Qovemment stocks represent those ovolloble for industrial use. 

3. Monthly averogo hosed on annual totol. Annual data Includo adjustments not ovolloble by months. 
4. Production by dotlnncrs only. 


